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To Members of the Seventy-second General Assembly:

Submitted herewith is the final report of the Tax Expenditure Evaluation Interim Study
Committee. This committee was created pursuant to interim study committee request
letter 2019-5. The purpose of this committee is to study the policy considerations contained in
the tax expenditure evaluations prepared by the Office of the State Auditor pursuant to
Senate Bill 16-203.

At its meeting on November 15, 2019, the Legislative Council reviewed the report of this
committee. A motion to forward this report and the bills therein for consideration in the 2020
session was approved.

Sincerely,

/s/  Senator Leroy Garcia
Chair
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Committee Charge

The Tax Expenditure Evaluation Interim Study Committee (“committee”) was created pursuant to
interim study committee request letter 2019-5 to study the policy considerations contained in the tax
expenditure evaluations prepared by the Office of the State Auditor (OSA) pursuant to
Senate Bill 16-203, codified at Section 39-21-305, C.R.S. Issues for study included repealing, clarifying,
or otherwise changing current tax expenditures to improve their effectiveness or administration. The
committee was authorized to meet up to four times in 2019 and to recommend up to five bills to the
Legislative Council.

Committee Activities

The committee held five meetings during the 2019 interim. Briefings and presentations were made by
the OSA, the Tax Foundation, the Pew Charitable Trusts, Legislative Council Staff, the Office of
Legislative Legal Services, the Department of Revenue, and members of the public on a range of
subjects including;:

e tax expenditures and tax expenditure evaluation;

e budget considerations;

e considerations related to TABOR and other constitutional provisions;

e the OSA’s tax expenditure evaluation methodology; and

e policy considerations identified by the OSA in relation to 29 specific tax expenditures.

The following sections discuss the committee’s activities during the 2019 interim.

Discussion of Tax Expenditures and Tax Expenditure Evaluation

The committee received a presentation from the Tax Foundation, a Washington, D.C.-based think
tank, concerning policy considerations related to tax expenditures in state tax codes. The presentation
identified and explained different types of tax expenditures including deductions, exemptions, and
credits. Tax expenditures may be enacted as part of the broader tax architecture (“structural
expenditure”) or to incentivize certain activity or benefit certain taxpayers (“preferential
expenditures”). The Tax Foundation suggested that many of Colorado’s preferential tax expenditures
are small budget items because they do not strongly incentivize taxpayer behavior, and that some
such expenditures apply so narrowly as to have distortive market effects. Additionally, some tax
expenditures may fail to accomplish their objective because they provide a tax benefit for economic
activity that would have occurred independent of the tax incentive.

The committee received a presentation from the Pew Charitable Trusts (“Pew”), a Philadelphia-based
nonprofit that works on public policy issues, concerning tax expenditure evaluation in other states.
The Pew presentation focused on cases, notably in Maryland and North Dakota, where tax
expenditure evaluations had motivated policymakers to change the structure and availability of tax
expenditures.
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Committee discussion of these topics concerned:

e interstate efforts to consolidate or eliminate certain tax expenditures;

e the empowerment of tax expenditure evaluators to make policy recommendations concerning the
continuation, modification, or termination of tax expenditures;

o the effects of tax expenditures in different sub-state geographies;

e whether a tax expenditure could be made available to industries falling below a certain economic
threshold, rather than to specific industries identified in statute;

e studies of what share of economic activity rewarded through tax expenditures would have
occurred if the expenditure were not available; and

e Colorado’s tax expenditure evaluation system.

Committee recommendations. As a result of its discussions, the committee recommends Bill A and
Bill D. Bill A requires that future legislation creating a tax expenditure identify the tax expenditure’s
purpose and data sources that can be used to evaluate its effectiveness. Bill D would create a Task
Force Concerning Tax Policy, which would study tax policy issues, and a Legislative Oversight
Committee Concerning Tax Policy, which would oversee the task force and introduce legislation in
response to task force recommendations.

Discussion of Statutory and Budget Considerations

The committee received a presentation from the Office of Legislative Legal Services (OLLS) on
provisions related to tax expenditures in current state law. The OLLS presented the statutory
definition of a tax expenditure, which is “a tax provision that provides a gross or taxable income
definition, deduction, exemption, credit, or rate for certain persons, types of income, transactions, or
property that results in reduced tax revenue.”! The OLLS also briefed the committee concerning
broader tax architecture considerations, including, for example, the difference between “structural”
tax expenditures, which are foundational features of the tax code, and “preferential” tax expenditures,
which are created to incentivize particular types of economic activity or create benefits for preferred
taxpayers.

Legislative Council Staff (LCS) presented to the committee concerning the budgetary impacts of tax
expenditures. The LCS explained that tax data are not available to quantify the impact of every tax
expenditure, forcing estimators to rely on other sources to prepare estimates. The Department of
Revenue’s Tax Profile and Expenditure Report identifies a total revenue loss of $6.6 billion, though
most of this amount is attributable to structural sales and use tax exemptions like those for wholesale
goods, manufacturing inputs, and component parts. Additionally, data limitations make identifying
an exact amount impossible and perhaps suggest that revenue loss from all tax expenditures is greater
than the estimate. The LCS also briefed the committee concerning the structural and preferential tax
expenditures with the largest budget impact.

1Section 39-21-302 (2), C.R.S.
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Discussion of Constitutional Considerations

The committee received a presentation from the OLLS concerning constitutional constraints related to
enactment, modification, and repeal of tax expenditures. In particular, subsection (4)(a) of the TABOR
Amendment? requires voter approval in advance for the enactment of tax policy changes directly
causing a net tax revenue gain to the state or any local government. The OLLS presented relevant
holdings from the Colorado Supreme Court’s 2009 decision in Mesa County Board of County
Commissioners v. State, as well as its 2018 decision in TABOR Foundation v. Regional Transportation
District. These decisions provide the most direct findings concerning when repeal of a tax expenditure
may constitute a tax policy change requiring voter approval in advance.

The OLLS also briefed the committee concerning the Colorado Constitution’s single subject

requirement, which requires that all bills other than general appropriations bills have a single, clearly
stated bill subject.

Overview of Evaluation Process and Methodology

The committee received a presentation from the OSA concerning its tax expenditure evaluation
process pursuant to Senate Bill 16-203. Two hundred and twenty-six tax expenditures have been
identified in statute for evaluation; however, the number of tax expenditures can fluctuate according
to different interpretations of statute. Fifteen tax expenditure evaluations were published in 2018 with
a total of 45 evaluations completed through July 2019. The OSA expected to publish ten additional
evaluations in September 2019.

The OSA presented on key statutory requirements for assessing tax expenditures, such as determining
whether the expenditure is meeting its purpose, the economic costs and benefits, the impact on
intended beneficiaries, data constraints, and policy considerations to improve effectiveness and
administration.

The OSA explained that it met with JBC members, Legislative Council Staff, the Office of Legislative
Legal Services, the Department of Revenue, the Pew Charitable Trusts, and the Colorado Fiscal
Institute to help develop their evaluation methodology. In addition, the OSA reviewed how other
states evaluate tax expenditures. Because most Colorado state tax expenditures do not have a direct
statement of purpose or performance measures in statute, determining whether or not a tax
expenditure is successful can be difficult. The OSA talked to taxpayers who utilize tax expenditures
in an attempt to answer the “but for” question; i.e., whether the economic activity benefitting from the
tax expenditure would have occurred if the expenditure was not available. Most evaluations have
been impacted by data constraints. These include instances where the Department of Revenue is
unable to capture the data from the income tax form, where data for multiple expenditure are reported
on the same line, or where inaccurate data is reported by taxpayers. The OSA has had to rely on
third-party data for many evaluations. Finally, the OSA explained under what circumstances it would
identify policy considerations. As of the date of its presentation, the OSA had identified policy

2Colo. Const. art. X, 8§20 (4)(a).
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considerations for 29 tax expenditures, of which 5 were classified “consider repeal,” 8 were “clarify
statue,” 12 were “review effectiveness,” and 4 were for “administration issues.”

Policy Considerations: Repeal

The OSA briefed the committee concerning five tax expenditures for which it had identified policy
considerations related to the expenditures’ repeal. These are discussed below.

Crop hail insurance premium tax exemption. The crop hail insurance premium tax exemption was
enacted in 1961 and exempts small-scale, member-owned insurers from the insurance premium tax.
Currently, no companies issuing crop insurance qualify for the exemption, so the exemption is not
being used.

Occasional sale of liquor by public auction exemption. Liquor, including beer, wine, and spirits,
sold through public auction is exempt from the excise tax. The exemption was enacted in 1935 and is
likely not being used. The Department of Revenue has no records of taxpayers claiming the exemption
and the OSA was unable to identify any public auctions that would qualify for the exemption.

Sales to residents of bordering states exemption. Enacted in 1963, residents of neighboring states
without a sales tax are exempt from paying Colorado sales taxes when the sale occurs within 20 miles
of the border. All states neighboring Colorado impose a retail sales tax or, in the case of New Mexico,
a gross receipts tax, so the exemption is no longer applicable.

Pre-1987 net operating loss deduction for individuals, estates, and trusts. Colorado individuals,
estates, and trusts are allowed to deduct net operating losses incurred prior to January 1, 1987, when
computing their Colorado taxable income. Prior to 1987, net operating losses could be carried forward
for 15 years, making the deduction obsolete since 2002.

Previously taxed income or gain deduction for C corporations. Corporations have been able to
deduct income that was previously taxed by Colorado from their federal taxable income since 1964,
so this deduction is likely unavailable. The OSA discussed the deduction with several certified public
accountants and was unable to identify a tax situation in which a taxpayer could take the deduction.

Committee recommendations. The committee requested that bills be drafted to repeal: the crop hail
insurance premium tax exemption; the sales to residents of bordering states exemption; the pre-1987
net operating loss deduction for individuals, estates, and trusts; and the previously taxed income or
gain deduction for C corporations.?> Following a recommendation from the OLLS, the committee
voted to send a letter to the Statutory Revision Committee requesting that committee to draft,
consider, and introduce legislation to repeal these four tax expenditures. Having referred these issues
to the Statutory Revision Committee, the committee did not consider motions to refer the draft bills
to the Legislative Council.

3Bills 6, 10, 12, and 13, respectively.
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The committee also requested that Bill 4 be drafted to repeal the occasional sale of liquor by public
auction exemption. The draft bill was initially approved by the committee, but was not selected to be
included in the five bills recommended to the Legislative Council.

Policy Considerations: Clarify Statute

The OSA briefed the committee concerning eight tax expenditures for which it had identified policy
considerations related to clarifying statute. These are discussed below.

Farm close-out sales tax exemption. Sales of used farming property are exempt from sales taxes when
the farm or ranch sells the property because it is shutting down its agricultural operations. Many
times, motor vehicles are part of the property for sale and receive the exemption. In most other
circumstances, motor vehicles are subject to sales taxes to be paid when the vehicle is titled and
registered. The OSA suggested that the sale of motor vehicles at a farm close-out sale may be
inconsistent with other state tax policies.

Long-term lodging exemption. In general, stays at hotels and motels and other short-term
accommodation rentals are subject to the state lodging tax, while stays longer than 30 days are exempt
from the lodging tax. The lodging tax was passed in 1959 and the OSA identified two provisions of
the statute that may require clarification:

1. The exemption for stays longer than 30 days applies to individual tenants that have a long-term
rental agreement, but it does not specifically apply to third parties like businesses that are paying
for employee housing.

2. The long-term lodging exemption applies specifically to hotels, motels, and campgrounds in the
lodging tax statute. Other provisions of law require collecting lodging tax for short term rentals
on home sharing platforms (like Airbnb and VRBO), but statute is not clear as to whether the
long-term lodging exemption applies to rental agreements on home sharing platforms.

Newspapers exemption. Newspapers are exempt from the state sales tax under an exemption
adopted in 1943. The OSA found that the statute is unclear on whether the exemption applies to
digital newspapers. The Department of Revenue has ruled that digital editions of the newspapers are
exempt from the sales tax; however, digital publishers that sell other goods must collect and remit
sales taxes.

Biogas production components sales tax exemption. Between 2014 and 2019, components used to
capture biogas and turn it into renewable natural gas were exempt from the state sales tax. The
exemption helped to increase the use of biogas as an alternative energy source, but it did not apply to
biogas that was captured and used on-site for electricity or heat. The OSA found that expanding the
exemption to apply to components of more types of biogas facilities would encourage broader use.
The original biogas components sales tax exemption sunset on July 1, 2019, after five years.
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Agricultural inputs sales tax exemptions. Analyses of six agricultural inputs exemptions were
considered under this heading. All of them exempt certain goods or transactions commonly used for
agricultural purposes. The OSA found that there is some confusion about which agricultural inputs
are exempt and suggested that the legislature could clarify the statute regarding whether fertilizer,
soil conditioners, fish for non-stocking purposes, and animal embryos are exempt from the sales tax
as agricultural inputs.

Employee retirement plan insurance premium tax deduction. Insurers are allowed to deduct
premiums paid on insurance plans that cover pensions, profit-sharing, or annuity plans if the covered
plans are deducible from an employee’s income. The deduction is only available for retirement plans
established by an employer, and the OSA suggested clarifying if the deduction applies to retirement
plans sponsored by partnerships, limited liability companies, S corporations, and other pass-through
entities.

Excise tax credit for unsalable alcoholic beverages. Manufacturers and distributors are allowed to
claim a credit for excise taxes paid on unsalable alcohol. The credit is clearly allowed in statute for
breakage or damage but statute is not clear regarding whether the credit is available for spoilage. The
OSA suggests clarifying whether alcoholic beverages that spoil and are unable to be sold are eligible
for the excise tax credit.

Colorado net operating loss deduction for C corporations. Taxpayers are allowed to carry forward
net operating losses (NOLs) on Colorado income taxes in the same manner as allowed for federal
taxes. In 2017, the federal Tax Cuts and Jobs Act changed how NOLs are calculated, affecting the
deduction allowed for state purposes. The OSA suggested clarifying whether the Colorado deduction
ought to be:

e carried forward for an indefinite period of time, as allowed under the new federal law;

e capped at 80 percent of taxable income, similar to federal law; and

e applicable to financial institutions in the same manner as for other corporate taxpayers, as
financial institutions are currently subject to a specific and unique 15-year carryforward provision.

Committee recommendations. As a result of its discussions, the committee recommends Bill B and
Bill C. Bill B modifies the long-term lodging exemption, such that the exemption applies only to
purchases of long-term lodging services by natural persons. Bill C limits the carryforward period for
the Colorado net operating loss deduction for C corporations to 20 years.

The committee voted to send a letter to the Joint Agriculture Committee encouraging that committee
to consider the policy considerations raised by the OSA in regard to the agricultural inputs sales tax
exemption.

The committee also requested that bills be drafted to repeal the farm close-out sales tax exemption,
the employee retirement plan insurance premium tax deduction, and the excise tax credit for unsalable
alcoholic beverages.* These draft bills were initially approved by the committee, but were not selected
to be included in the five bills recommended to the Legislative Council.

“4Bills 9, 3, and 2, respectively.
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Policy Considerations: Effectiveness

The OSA briefed the committee concerning 12 tax expenditures for which it had identified policy
considerations related to effectiveness. These are discussed below.

Agricultural lease deduction. When agricultural land is leased to a first-time farmer or rancher, the
landowner may deduct up to 20 percent of the lease payments from their income taxes, up to
$25,000 per year for up to three years. The goal is to incentivize older farmers to lease their land to
younger farmers, but the deduction has not been claimed. The OSA suggested that the General
Assembly could reevaluate the mechanism by which agricultural producers can apply for the
deduction, and/or review whether the deduction is sufficient to incentivize the behavior intended.

Hunger relief income tax credit and crop and livestock contribution corporate income tax credit. A
farmer or rancher may claim an income tax credit for 25 percent of the value of any food donated to
hunger relief organizations, up to $5,000 per year, while an agricultural C corporation may claim a
similar credit up to $1,000 per year. The OSA found that this credit may not be effective due to the
lack of awareness about the credit, the already low tax burden of many agricultural producers, the
qualifying requirements, and the low credit amount not being sufficient to incentivize food donations.

Sacramental wines excise tax exemption. Under this exemption, religious organizations do not pay
the liquor excise tax on the purchase of sacramental wine, although the purchases must currently be
made through a sacramental wine distributor in order to be exempt. The OSA suggested allowing
different methods of receiving the exemption and not limiting it to sacramental wine distributors.

Fraternal society exemption. Fraternal societies that offer insurance to their members are exempt
from paying the insurance premium tax under this exemption. This exemption was enacted in 1883
when fraternal societies played a larger role in society; however, the market for insurance through
these organizations comprises a much smaller portion of the total market. The OSA suggests
reviewing the current utility of the exemption.

Insurance premium tax expenditures. Four insurance-related tax expenditures were evaluated,
including an income tax exemption, reinsurance deduction, return premium deduction, and early
termination deduction. All serve to reduce or remove the income tax liability for insurance companies
and instead levy a premium tax on the gross amount of revenue received from policies, or deduct
reinsurance or dividends and refunds paid to policyholders. The OSA found that these tax
expenditures are meeting their purpose and suggests consideration of deducting local government
licenses, fees, or taxes paid from the premium tax base.

Child care expenses credit. The two child care expenses credits allow taxpayers to deduct a portion
of their child care expenses from their income taxes. It was determined the credits are meeting their
purpose; however, there are large disparities in the amounts received across the income distribution.
Changes could be made to make the credits more equitable across incomes and family types.
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On-demand aircraft used outside state exemption. Aircraft purchased for use in on-demand flights
and housed outside of the state are exempt from sales and use tax. This exemption has not been taken
since its enactment in 2014, and therefore may need to be reevaluated for its utility.

Historic property preservation credit. Owners of historic property who rehabilitate the property are
eligible for a tax credit in an amount up to 20 percent of the rehabilitation costs, up to $50,000. The
OSA found that many taxpayers eligible for this tax credit are taking a more recently enacted tax
credit, the Historic Structures Credit, which is more beneficial to taxpayers.

Deduction for wages and salaries due to Internal Revenue Code 280C. C corporations and taxpayers
with income from S corporations are allowed to deduct wages and salary expenses from their federal
taxable income that are not usually deductible due to IRC 280C, which determines their taxable state
income. The OSA found this deduction is being used and suggests that the expenditure could be
reevaluated to potentially expand the deduction to sole proprietorships, partnerships, and limited
liability corporations.

State income tax refund deductions for individuals, estates, and trusts. If taxpayers overpay their
Colorado income taxes, this deduction gives them a mechanism by which they can avoid paying taxes
on any state tax refunds or credits due to the overpayment. It was found this deduction was meeting
its purpose, and OSA suggests that the state income tax add-back provision for these taxpayers could
be reviewed to address recent changes in federal tax law.

Non-profit transit agency fuel tax exemption. Non-profit transit agencies are exempt from paying
special fuels excise taxes on liquefied petroleum gas and natural gas used in their vehicles. The OSA
found that this exemption has not been used, serves a very small population of agencies, and may
need to be updated to serve the needs of the organizations it is intended to serve.

Committee recommendations. The committee requested that Bill 7 be drafted to repeal the non-profit
agency fuel tax exemption. Following a recommendation from the Office of Legislative Legal Services,
the committee voted to send a letter to the Statutory Revision Committee requesting that committee
to draft, consider, and introduce legislation to repeal this tax expenditure. Having referred the issue
to the Statutory Revision Committee, the committee did not consider a motion to refer the draft bill to
the Legislative Council.

The committee also requested that bills be drafted to repeal the crop and livestock contribution
corporate income tax credit, the sacramental wines excise tax exemption, and the deduction for wages
and salaries due to Internal Revenue Code 280C, and to modify eligibility requirements and benefit
amounts for the child care expense credit.> These draft bills were initially approved by the committee,
but were not selected to be included in the five bills recommended to the Legislative Council.

The committee also requested that Bill 1 be drafted to repeal the fraternal society exemption, but the
draft bill was not approved by the committee.

5Bills 14, 5, 17, and 16, respectively.
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Policy Considerations: Administration

The OSA briefed the committee concerning four tax expenditures for which it had identified policy
considerations related to administration. These are discussed below.

Sales to charitable organizations exemption. Charitable organizations are exempt from paying state
sales tax on purchases related to the activities or functioning of their organizations. They may obtain
an exemption certificate from the Department of Revenue to show at the time of purchase or file for a
refund for any sales taxes paid. The OSA found some charitable organizations have difficulty
obtaining the exemption from retailers, and may be encumbered by the interaction between state and
local home rule sales tax jurisdictional rules.

Rural and frontier healthcare preceptor credit. Uncompensated rural preceptors in the state are
allowed an income tax credit of $1,000 if they provide at least four weeks of instruction, training, or
supervision to Colorado-based graduate students. The tax credit is limited to 200 preceptors per year,
and only one credit may be claimed per year per preceptor. The OSA found that the definition of the
time of service required to claim this could be changed to hours or days instead of weeks to facilitate
understanding of eligibility among the targeted population.

Tax-exempt organization insurance premium tax deduction. Any premium taxes paid on policies
purchased by tax-exempt organizations can be deducted from the insurers” premium taxes. The OSA
found that the instructions to claim this deduction do not clearly explain how insurers should deduct
the premium taxes for insurance purchased by non-profit, charitable, and religious organizations.

Energy used for industrial and manufacturing purposes exemption. The sale or purchase of
electricity, coal, gas, fuel oil, steam, coke, or nuclear fuel that is used for industrial or manufacturing
purposes is exempt from state sales tax. The OSA found that the instructions on how to calculate the
amount of energy used that can be exempted are not clear, and that allowing a flat percentage of
energy use may simplify the exemption.

Committee recommendation. As a result of its discussions, the committee recommends Bill E, which

requires that industrial and manufacturing energy users install a meter to measure energy used for
tax-exempt purposes.

Public Testimony Received

The committee received public testimony concerning:

e the sales and use tax exemption for energy used in manufacturing and industrial processes, where
two witnesses requested that the exemption be preserved;

e the nonprofit agency fuel tax exemption, where a witness requested that the exemption be
preserved;

e awitness’s request that the committee sponsor legislation to create a tax commission or permanent
interim committee to continue discussion of the issues that had been investigated by this
committee;

Tax Expenditure Evaluation Interim Study Committee 9



10

a witness’s request that tax exemption forms and related documents provide additional guidance
to tax-exempt nonprofit organizations;

a witness’s request that the committee sponsor legislation to address the interaction between the
two state child care expenses income tax credits, which limit the value of the credit for certain
low-income taxpayers;

the fraternal society exemption, where four witnesses requested that the exemption be preserved;
and

the OSA’s request to be excluded from the list of organizations represented on the Task Force
Concerning Tax Policy that are authorized to accept gifts, grants, and donations to support their
participation.
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Summary of Recommendations

As a result of the committee’s activities, the committee recommended five bills to the Legislative
Council for consideration in the 2020 session. At its meeting on November 15, 2019, the Legislative
Council approved all five recommended bills for introduction. The approved bills are described
below.

Bill A— Tax Expenditure Bill Requirements

Bill A requires future legislation that creates a new tax expenditure or extends an expiring tax
expenditure to include a tax preference performance statement and a defined repeal date. The tax
preference performance statement must explain the reason for the expenditure and identify metrics
and data requirements to measure the effectiveness of the expenditure.

Bill B— Long-Term Lodging Sales Tax Exemption

Beginning on January 1, 2021, Bill B limits the state sales tax exemption on long-term lodging to natural
persons only. Under current law, the exemption is available for stays of 30 days or more at hotels,
apartment hotels, lodging houses, motor hotels, guesthouses, guest ranches, trailer coaches, mobile
homes, auto camps, or trailer courts and parks. The bill also continues the application of the sales tax
exemption to local governments unless they choose to explicitly subject long-term lodging to their
local sales and use tax rates.

Bill C — Net Operating Loss Deduction Modification

Starting in the 2021 tax year, Bill C modifies the net operation loss deduction (NOL) taxpayers are
allowed to claim on Colorado corporate income taxes. The bill specifies that the Colorado NOL
deduction may be carried forward for up to 20 years and that financial institutions are subject to the
same NOL provisions as other taxpayers.

Bill D — Legislative Oversight Committee Concerning Tax Policy

Bill D creates the Legislative Oversight Committee Concerning Tax Policy (“oversight committee”)
and the associated Task Force Concerning Tax Policy (“task force”).

Oversight committee. The oversight committee is made up of six legislators and must meet at least
four times a year to review the policy considerations contained in the tax expenditure evaluations
prepared by the OSA. The oversight committee is required to make annual reports to the General
Assembly concerning its activities.
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Task force. The task force is made up of 21 non-legislative members; voting members of the task force
are appointed by the chair and vice-chair of the oversight committee. It must meet at least six times a
year to study tax policy and propose to the oversight committee modifications to the current system
of state and local taxation. The task force is required to make annual reports to the oversight
committee concerning the issues studied and associated legislative or policy proposals.

Bill E— Sales Tax Exemption for Industrial and Manufacturing Energy Use

Bill E requires a metered machine be used to quantify the amount of energy or fuel that is used for
industrial or manufacturing purposes in order to claim a sales tax exemption on that use of energy or
fuel. Currently, the sales tax exemption exists; however, there is no metering system required.
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Resource Materials

Meeting summaries are prepared for each meeting of the committee and contain all handouts
provided to the committee. The summaries of meetings and attachments are available at the Division
of Archives, 1313 Sherman Street, Denver (303-866-2055). The listing below contains the dates of
committee meetings and the topics discussed at those meetings. Meeting summaries are also available
on our website at:

https://leg.colorado.gov/content/committees I

Meeting Date and Topics Discussed

July 23, 2019

¢ Tax expenditures and tax expenditure evaluation

¢  Tax expenditures in Colorado and Colorado’s state budget
¢+ TABOR and single subject considerations

¢  Overview of the evaluation process and methodology

July 24, 2019

¢  Single subject considerations

¢  Policy considerations I: Repeal

¢  Policy considerations II: Clarify statute

¢  Policy considerations III: Effectiveness

August 19, 2019

¢  Policy considerations IV: Administration
¢ Questions of the Department of Revenue
¢  Public testimony

¢  Requests for draft legislation

October 30, 2019
¢+ Approval of committee letter to Joint Agriculture Committee
¢  Public testimony on draft legislation

¢+  Consideration of draft legislation
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